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In the meantime, tourism has become the largest voice in international trade. Namely, world international tourist receipts amounted to 622. of overall international exports in 2003 (WTO, 2005 . It is also known that tourism is generally associated with higher than average income levels.
2 Surprisingly, this outstanding performance at a worldwide level has not induced -to our knowledge -systematic, cross-country empirical analysis of the growth effects of tourism specialization. In this respect, this paper sets itself two objectives. First, we wish to assess the growth performance of tourism countries vis à vis a series of well defined "benchmark" country groups. Assessing this performance is especially important for developing countries
given that, in a number of cases, tourism is considered an available option in countries where large and persistent productivity gaps exist in other, more technological and less resourcebased sectors. 3 Second, since tourism countries tend quite often to be "small" (see below), 4 we want to deepen our understanding of the effective role of tourism specialization on the economic performance of small countries.
Regarding the economic performance of small countries, a few empirical contributes are worth mentioning. Easterly and Kraay (2000) (Grossman and Helpman, 1991; Aghion and Howitt, 1998) .
As for the specific case of small countries specialized in tourism, an additional worry is associated with a standard result of two-sector models of endogenous growth. In these models, being specialized in a low-technology sector (such as tourism, perhaps) is often the source of an adverse effect upon the economy's long run growth rate. In other words, smallness and specialization in tourism are suspected of being a rather unfortunate combination from the viewpoint of long run growth (e.g. Lanza and Pigliaru, 2000a) .
As for the empirical evidence on the effects of tourism specialization, most available results report evidence on level of income rather than on growth performances. In particular, tourism is generally associated with higher than average income levels in the growing stream of literature on small and island countries' economic performance. 5 To complement these findings from a dynamic viewpoint, in this paper we assess whether tourism is a good growth determining factor looking at the cross-country evidence.
By using a dataset on 143 countries, we find that, in the period 1980-2003, tourism specialization does affect small states' growth positively. This confirms the results by Brau, Lanza and Pigliaru (2005) , which were based on the smaller period 1980-1995. This closer investigation of the role of tourism specialization also partially amends some previous optimistic results on the growth performance of small countries (e.g. Easterly and Kraay, 2000) . Small size is far from being a disadvantage if tourism is a key sector of the economy.
Similarly to Brau et al. (2005) and Easterly and Kraay (2000), we define "small countries" as countries with an average population of less than one million during 1960-2003. 6 Our main source of the set of economic data employed are the Penn World Tables, version 6 
Empirical evidence
We consider the growth performance of STCs, relative to the performance of a number of sub-sets of countries, namely OECD, Oil, Small and LDCs.
The general picture for the period 1980-2003 is one of relatively slow growth. As can be seen on Table 2 , the average annual growth rate in the OECD group is 1.9% per year. The average growth rate of the whole sample is lower (1.0%), an outcome mainly due to the poor performance of the Oil (14 countries, growing on average at -0.6% per year) and LDC groups (37 countries, growing at 0.0% per year).
The small countries group (SCs) grows slightly faster than the average country in the sample, but a bit slower than the average OECD. However, when we isolate the performance of STCs, we see that tourism specialization is clearly beneficial for growth (this result is irrespective of whether the proportion of 10% or 20% of tourism receipts on GDP is adopted).
Tourism specialization seems to be key to understanding why small countries are not at a disadvantage compared to more industrialised ones, and raises doubts about the optimistic interpretation of the results by E-K (2000) and , according to whom small size is not in itself detrimental to growth. (2)). In regression (3) we change the demarcation value of tourism specialization from 10% to 20%. The STC dummy stays significant in both regressions. All regressions include a full set of regional dummies as defined in Easterly (2001) .
Figures in brackets are t-statistics (standard errors are White-corrected). * Significant at 10% ** Significant at 5% *** Significant at 1%
In Table 4 we test whether tourism specialization remains a growth-enhancing determinant after a number of traditional growth factors are considered. For instance, STCs might be on a faster growth path simply because they are poorer than average -a mechanism predicted by the traditional Solovian growth model. To control for this type of possibilities, we adopt an approach à la to the analysis of cross-country growth differentials.
Regressions (2) and (3) show that the STC dummy stays significant even after other factors, -the initial level of per-capita GDP and an index of openness -are considered. In regressions (4), the index of tourism specialization is inserted, and the coefficient is significant at the 1%.
The estimated value implies that an increase of 10% in the ratio of tourism receipts to GDP is associated with an increase of 0.5% in the annual growth rate of per-capita GDP.
Finally, in regression (5) we interact the index of openness with the STC>10% dummy. The significance and the large value of the related coefficient indicate that being specialized in tourism generates a premium on growth over the average positive effect of openness.
An additional way to test whether factors other than tourism specialization are the source of the positive performance of STCs is to consider how different STCs are from the other countries in terms of a few growth determinants. A simple way to do this exercise is to carry out dummy regressions with respect to the dependent variable of interest. The results are in the last 3 columns of Table 4 . All regressions include a full set of regional dummies as defined in E-K. Omitted dummy for country group is "OTHER".
From regression (6) we can see that the reason why STCs are growing faster is not that they are poorer than other small countries. In fact, the latter have a lower estimated coefficient, and the average per-capita GDP of STCs in the period amounted to 10,229 dollars (at 2000 prices), as compared to a sample mean of 8, 222 . Similarly, regression (7) On the whole, the positive performance of STCs relative to the other country groups is not captured by the traditional growth factors of M-R-W type models. Tourism specialization is an independent determinant.
Discussion and conclusions
The importance of tourism as a growth factor for small countries has often been highlighted, mainly with respect to its role in overcoming problems of insufficient demand size which tend to afflict small economies (Cf., Srinivisan, 1986; Briguglio, 1995; . To answer these questions, we have compared the relative growth performance of 29 "small countries" in a sample of 143 countries, during the 1980-2003 period.
We have seen that STCs grew significantly faster than all the other sub-groups considered (OECD, Oil, LDC, Small), and that this positive performance is not significantly accounted for by traditional growth factors, such as absolute convergence, or openness to trade. We have also seen that the degree of tourism specialization is strongly positively related to economic growth. On the whole, tourism specialization appears to be an independent determinant.
A corollary of our findings is that the role played by the tourism sector should not be ignored by the debate about whether smallness is harmful for growth. Indeed, half of the 29 countries classified as microstate are heavily dependent on tourism. Once this distinction is adopted, it can be seen that STCs perform much better than the remaining small countries. Therefore, in contrast with previous results in the literature, we suggest more prudent conclusions.
Smallness per se can be good for growth as long as it is combined with tourism specialization.
Of course, the simple "stylized facts" we have presented cannot tell us if the above-described performance an isolated episode or are we dealing with something of a more persistent nature.
Understanding the mechanisms behind this phenomenon is important, especially from the viewpoint of economic policy. Taken at face value, our results seem to justify a rather optimistic perception of the economic consequences of specializing in tourism. This is not necessarily always the case, however. We believe that various interpretations are possible at this stage. In the following, we sketch two alternative mechanisms that could account for the positive performance of STCs.
Let us start with a "pessimistic" hypothesis consistent with our evidence. The latter might be simply explained by a fast increase, during the period under analysis, of the rate of utilization An alternative and far less pessimistic hypothesis is based on a more complex mechanism, described in a series papers by Lanza and Pigliaru (1994; 2000a , 2000b , where Lucas's (1988) two-sector endogenous growth model has been adapted to assess the long run effects of tourism specialization. In this approach, small countries with relatively large endowments of suitable natural resources specialize in tourism. As constant (endogenous) growth takes place in the world economy, the tourism services become scarcer relative to the supply of goods produced by sectors where productivity grows faster. 8 In this setting, the high performance of STCs requires that tourism services and other goods are not close substitute in the consumer's preferences. When this condition is met, the terms of trade effect plays constantly in favor of tourism countries. If this effect is strong enough, STCs can grow faster than the average country. Notice that the latter is a long run outcome:
sustainable growth in the tourism sector can be achieved because the mechanism at work is mainly based on a terms-of-trade effect rather than on a resource-consuming output expansion.
To obtain reliable policy implication for developing countries, future research should concentrate on identifying the relative importance of these two different mechanisms in explaining the positive performance of STCs. This aim can be pursued with the help of both structural econometric modeling of the role of tourism in economic growth, and possibly more detailed cross-country dataset than the one from which we have derived our results.
The dataset used in this paper: It consists of 143 countries for which data on tourist receipts and at least 10 years of annual data on per capita GDP adjusted for differences in purchasing power parity are available.
The two main sources of data for our dataset are the Penn World Tables, version 6 Source for both series (World Bank Development Indicators, current US$) International tourism receipts are defined as: "expenditures by international inbound visitors, including payments to national carriers for international transport. These receipts should include any other prepayments made for goods or services received in the destination country. They may also include receipts from same-day visitors, except in cases where these are so important as to justify a separate classification. 
